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CONTROL OF COLLECTION AND USE OF FOREIGN 
CURRENCIES BY FEDERAL AGENCIES 


The purpose of this report by the Joint Committee on Reduction of 
Nonessential Federal Expenditures, under authority of section 601 
of the Revenue Act of 1941 (55 Stat. 726), is to present as factually as 
possible the budgetary aspects of the collection and use of foreign 
currencies and credits owed to and owned by the United States Govern- 
ment. 

SUMMARY 

The contents of the report may be summariz | as follows: 

i. Collection and use of foreign currencies are not new to 
budgetary considerati n, but their importance has been vastly 
increased by expansion incident to World War II and postwar 
foreign assistance programs; 

2. Under recent practice and confusion collections have been 
bypassing the Treasury and expenditures have been made outside 
of budgetary, appropriation, and accounting controls, with the 
result that payments on receivables due the United States from 
foreign nations cannot be accurately accounted for, maximum 
utilization of the currencies available in conformance with 
international agreements and the national policy cannot be 
assured, and unnecessary expenditure of American tax dollars is 
being required to purchase foreign currencies to meet authorized 
needs; and 

3. Kiseal, budgetary : and accounting control over collection and 
use of foreign currencies are the objectives of a policy adopted by 
Congress a year ago and the recommendations to implement. it 
which characterized both the J: nuary 1953 budget presentation 
and the subsequent revisions. 


GROWTH AND CONTINUATION 


Prior to World War II, transactions in foreign currencies by the 
United States Government were limited to expenditures from the 


mn 1 . : > 3 
lreasury to purchase them for defraying expenses abroad of diplo- 


matic establishments, and the collection of consular fees abroad which, 
converted into dollars, were deposited in the Treasury as miscellaneous 
receipts. 

War requirements tremendously increased the Government’s foreign- 
currency transactions, and now in terms of dollars it is estimated that 
postwar foreign assistance programs in fiscal year 1954, beginning July 
1, 1953, will require the use of foreign currencies totaling more than 
$2.2 billion. 

This vast expansion in the Government’s use of foreign currencies 
started with the Lend-Lease Act of 1941, and was continued by later 
war requirements, the Surplus Property Act of 1944, the Foreign-Aid 
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Acts of 1947, the Economic Cooperation Act of 1948, the Mutual 
Security Acts of 1952 and 1953, along with other postwar foreign-as- 
sistance programs, such as the Greek-Turk, ete. 

Current Federal programs will require not only continuing use of 
foreign currencies by United States agencies abroad, but also the col- 
lection of them in large volume. 


REVENUE AND EXPENDITURE 


As of June 30, 1952, amounts due the United States from foreign 
nations under programs to that date totaled $784 million. The 
amounts due now are greater. Collections on these receivables, dur- 
ing fiscal years 1953, 1954, and subsequently are fiscal assets of this 
Nation which are just as valid as receivables due the Government from 
any other source of revenue 

Since foreign currencies collected by all Government agencies repre- 
sent real Government receipts, comparable to receipts from any other 
source, they properly should be subject to the same fiscal and budget- 
ary controls which govern normal dollar receipts to the Federal Treas- 
ury By the same token, normal budgetary, appropriation, and ac- 
counting controls should be applied to their use (expenditure). 


OUTSIDE NORMAL CONTROLS 


Under practices and confusion concerning these foreign curren- 
cies and credits which have developed in recent years, they have 


n both collected and spent in large measure outside budgetary 
nd accounting control. Until all of these funds are processed through 
the Treasury and subjected to normal budgetary, appropriation, and 


accounting control, there can be neither an accounting of the pay- 
ments by foreign nations to the United States in compliance with their 
agreements, nor assurance that they are used in conformance with 
either the specific international agreements involved or the policies 
of the United States in general. 

In this situation the real value of receipts from these sources fre- 
quently has been discounted, and they have been used to finance 
activities abroad in a manner to bypass the standard requirements 
for deposit of revenue in the Treasury and the orthodox procedures 
for justifying appropriations for expenditure. For example: accord- 
ing to the report of the Comptroller General of the United States of 
March 4, 1953, foreign currencies collected in the name of the United 
States were used to pay for maid services provided in some of the 


military and civilian quarters abroad. 
TAXES FINANCE DEFICIENCY 


Actually, in the present world situation, the United States has im- 
portant program requirements for more of these foreign currencies 
than are available to it through current collections under its foreign 
programs. This means it will be necessary to purchase the deficiency 
with taxpayers’ dollars. With the current necessity for deficit 
financing, the need for holding the use of tax revenue for this purpose 
to a minimum, and the most provident use of available foreign 
currencies, subject to all normal budget control, is obvious. 
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INADEQUACY OF RECORDS 


Due to lack of control and completely inadequate documentation of 
both collections and use of foreign currencies, it is now impossible 
from Federal agency records to estimate accurately foreign currencies 
available at any time. Figures in this report and its appendixes 
must be regarded with this qualification in view, but they have been 
compiled from the best agency data available to indicate volume. 

Subject to this qualification, appendix A (p. 4) indicates foreign 
currencies available during fiscal year 1954, beginning July 1, 1953, 
from past and present United States programs will total approximately 
$1 billion; requirements for use of foreign currencies under 1954 
program projections will total approximately $2% billion; and the de- 
ficiency to be purchased with American tax dollars will be approxi- 
mately $1.3 billion. 


POLICY AND IMPLEMENTATION 


Both the budeet ree nd: ' tbmitted in J: ana 41 

Both the budget recommendations submitted in January and the 
subsequent revisions yg designed to iunplemen the polie, adopted 
bv Congress in section 1415 = the Supplemental Appropriation Act 
of 1953. The object tives of e policy and the implementation wert 


to recognize foreig nh currencies and credits owed to and owned by 


the United States as fiscal assets of the Government to establish 


adequate fiscal and budgetary control over thei collection and 
expenditure; and to assure maximum utilization for approved pro- 
gram use. 

This would require that foreign currencies, when collected, be de- 
posited in the Treasury just as all other receipts of the Government 
and that ge es requiring the use of foreign currencies be au- 
thorized in accordance with usual dollar appropriation procedures 

Agencies using foreign currencies in lieu of dollars for settlement 
of accounts abroad would purchas » the currencies from the reasury 
with appropriations enacted by Congress for this purpose 


EFFECT ON DEFICIT 


While this procedure might technically ‘increase the so-called total of 
“appropriations” enacted by Congress, it would not increase the esti- 
mated deficit because appropriations for this purpose would become 
Treasury receipts of equal amount when the currencies are purchased. 

Reduction in the estimated deficit, as a result of this procedure, 
would be determined by the extent to which budget recommendations 
for foreign-currency-use programs are rejected, just as in any other 
recommendations. 

DETAIL IN APPENDIXES 


More detailed information with respect to collection and use of 
foreign currencies follows in appendix A (p. 4), Foreign Currency 
Availability and Requirements, Fiscal Year 1954; appendix B (p. 4), 
Estimated Collections of Foreign Currencies During Fiscal Year 1954, 
by Collecting Agencies and Major Sources; and appendix C (p. 5), 
Estimated Program Requirements Previously Financed by Foreign 
Currencies Without Purchase From Dollar Appropriations, Outside 
of Budgetary Control, Fiscal Year 1954. 
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APPENDIX A 


EXCLUSIVE OF TRUST TRANSACTIONS 
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